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This week, Hewlett-Packard (where I am on the board) announced
that it is exploring jettisoning its struggling PC business in favor of
investing more heavily in software, where it sees better potential for

oo

Anything that|can’bé done
by software, Will'bé done by
software.

Thus, every company
will become a
software company.

And the most valuable
companies will use software
as their competitive
advantage.
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...And Al Is Eating Software...
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The Biggest Company in the World ,:ﬁ

We think the biggest company in the world will be a consumer health tech company.

This may sound crazy to some, but why shouldn’t this be true? Four of the top five biggest companies in the world are

consumer companies, and healthcare is one of the nation’s biggest industries.

In fact, those massive consumer companies—Google, Apple, Facebook, Amazon (GAFA, for short)—are all working to
move into healthcare because they realize the size of the opportunity: a $4 trillion American industry that makes up 20%
of US GDP (and growing). This is five times the size of the advertising industry globally, which makes up almost all of
Google and Facebook’s revenue, and part of Apple and Amazon’s. But healthcare is complex and not GAFA's center of

gravity. They may make acquisitions on the margins, but we don’t expect any of them to win the race to own healthcare.

On the other hand, the world’s biggest healthcare company (the 8th biggest company in the world), UnitedHealth Group

(UHG), is not a tech company and is also seriously lacking in the consumer engagement department. While they're




o Opportunity in Healthcare

Hire Al Staff

nual workflows Train staff to use “Al Super Staffing”
workflow software

e’s historical lag in adoption of “middleware” software workflow products can flip from liability to asset



Why Healthcare Will Be the Industry That Benefits the Most from Al

Foundation of Established The Size of the Prize:
Regulatory Frameworks Labor Budgets vs IT Budgets
Growth of AI Medical Devices $13T

Authorized by the FDA, 1995-2024
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Speed of Organic Adoption Takeaways

Current rates of adoption of provider-facing Al tools are unprecedented « Most previous tech adoption
relative to prior, more “inorganic” tech adoption waves in healthcare cycles required an artificial

intervention of some sort (e.g.

No Longer A Mythical Beast: Competitive e = R . regulatory carrots or sticks, FDA
Market-Driven Adoption of Healthtech Products : MY authorization, payment policy
@ JULIE YOO A S 1 /. \ 7z Change, pal’ldemic, etC)

FEB 04, 2025
: A e Recent provider Al tool
(vEER NN x ~ : : 9
; ) (e.g. scribes, RCM automation
Most recent eras of tech adoption in healthcare have been propelled either by some o : . agents, voice agents fOI'
top-down government mandate - both carrots (e.g. Meaningful Use driving EHR ; i 74 & ) . scheduling) adoption has been

adoption) and sticks (e.g. information blocking penalties driven by the 21st Century 4\ . e O\AES~ e a) Organic and b) “bottoms_up”
Cures Act) - or an unexpected crisis (e.g. telehealth and RPM during the COVID-19 R 3 4

pandemic). In this sense, the vast majority of tech adoption in healthcare has been : g A 2 p 4 g ° Adoption rates are

inorganic and "unnatural", versus driven by organic market forces, real competition, - - 3 2 y d d d h

and actual supply and demand curve dynamics. unprece ented - and the gap
between “healthcare tech” and

“non-healthcare tech” is smaller

That makes the current wave of generative Al product adoption that we've observed
since ~2023 unprecedented for two reasons: 1) it is completely organic and driven by - P
genuine competition versus any top-down regulatory driver or other such : - — than it’s ever been
manufactured intervention, and 2) the slope of the adoption and revenue curves of ! ; =

these products is steeper than we've seen in any other recent healthcare technology 3 - i = | o e q

wave, 5 - g - SMB ?lll’llC facing vendors
growing faster than health

system-facing vendors

“No Longer A Mythical Beast: Competitive Market-Driven Adoption of Healthtech Products”, Feb 4, 2025,
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Digital Health Companies Are Growing Faster

Avg. Years to $100M by Founding Year Era

2001-2005 2006-2010 2011-2015 2016-2020 2021-2025

n=62; VC-backed digital health / healthtech companies from ai16z investing team data set
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Enablers vs. Challengers

The presence of both was required to drive value creation over multiple decades in venture capital

Enablers = “picks and shovels” businesses that enable incumbents
Challengers = full-stack services businesses that compete against incumbents

Share of VC-backed companies in top 10 by market cap
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VC-Backed Healthtech Enablers vs Challengers
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VC-Backed Healthtech Enablers vs Challengers

By deal volume

Total VC-Backed Healthtech Deal Volume Ratio

2010-14 2015-19 2020-24 2010-14  2015-19  2020-24

Deals by Type/Era Challengers:Enablers
0.65
. Challenger 1,412
 Enabler

By total raised

Total Healthtech VC Raised
by Type/Era (in $)
39,687.1
. Challenger 35,903.7
 Enabler

15,962.9

12,369.1

2010-14 2015-19 2020-24

Deal Dollars Ratio
Challengers:Enablers
0.90

2010-14  2015-19  2020-24

Source: Pitchbook as of June 27, 2025

Data: 3,778 US-based healthtech deals in which >= $5M was raised between 2010-2024; includes only tech or tech-enabled services companies, not devices, consumer packaged goods, or
biopharmaceutical companies; “Enabler” vs “Challenger” classification done with GPT-40 followed by manual curation - subject to interpretation.
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Today’s Scaled Healthtech Companies Look Different

Gross Speed to PCP Equivalent
Margin National Scale Panel Size

10+ Years (If Ever),

10-20% Largely Inorganic

500-1500

Will traditional sources of competitive advantage
(e.g. scale, local market dominance, supply lock-up) start to erode?
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Skeuomorphic vs Native Forms of New Technologies

ELMORE
LEONARD

iBooks was supposed to look like an actual bookshelf.

Steve Jobs loved skeuomorphism. He thought it made software
easier for normal people to use — more approachable and
immediately familiar.

© 2025 Andreessen Horowitz. All rights reserved worldwide.

The first generation of
tools in a new technology
paradigm tend to to be
skeuomorphic and mirror
their offline counterparts.

But true transformation
occurs when “digital
native” forms of those new
technologies emerge...



Skeuomorphic vs Native Forms of New Technologies
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How People Are Using Gen Al

rative Al to help lighten their w oads, increase ti
productivity, e e
using the te he oru filtering through
tens of thou identify 100 different use ca: ich they then organized into
six themes.

The Unbundling of ChatGPT

Themes

slingshot ar

Use cases ()
C

Julie Yoo el

with a h/t to 's OG "unbundling of Craigslist" map, we're already
seeing the "unbundling of ChatGPT" based on the emergent behaviors of
how consumers are using gen Al chatbots, including several healthcare
use cases... the length of the pole between generalist chat and a
durable/viable distribution motion, business model, regulatory
compliance strategy, and care delivery workflow integration is still long in
most cases, but the generalist foundation models are upping the game ABRIDGE
on what's possible and what consumers will increasingly expect in their
healthcare user experiences.

AN\ Ambience

Hippocratic Al

Do No Harm

{3 Counsel

OpenEviden

books, etc.

HBR: "How People Are Really Using GenAl" ;
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But Should It Be Unbundled?

&he New Pork Times

TECHNOLOGY June 13

They Asked -an A.L. Chatbot Questions. The
Answers Sent Them Spiraling.

Generative A.I. chatbots are going down conspiratorial rabbit holes and
endorsing wild, mystical belief systems. For some people, conversations
with the technology can deeply distort reality.

By Kashmir Hill

PRINT EDITION Chatbots Hallucinate. They Can Make People Do It, Too. | June
15, 2025, Page BU1

“default sycophant”
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AI does what Our industry needs specialist models Al does what
creatives do (“default skeptical” vs “default sycophant™) "experts

do

Complex tasks

2023
Generative Al
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Healthcare
delivery

N
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admin
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recommendation

Self driving
cars

Al does
what

; everyday
learning Simple tasks people do

Classic Simple ML/AI
machine




Al Is Creating New Sites of Care

Abundant Capacity + Infinite Patience + Pan-Specialization

Autonomous Autonomous 24/7 async
intra-visit extenders therapists medical advice hotline

-9 Hippocratic Al

k — Do No Harm —

slingshot ar £ Counsel

a Get treated

Ash — Al Counseling

Better mental health
at your fingertips

e best of
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AMC Networks Inks Deal With Al Company Runway

(Exclusive)

The ‘Mad Men' and 'The Walking Dead’ platform is the latest Hollywood company to sign a pact with the

generative Al firm.

BY STEVEN ZEITCHIK JUNE 4, 2025 6:00AM

But with cord-cutting long a fact of life and even far larger streamers
struggling for mindshare, the company has been hit hard. In its most
recent earnings report, profits at AMC Networks nearly halved to $63
million, and the company is believed to be looking for ways to produce
content less expensively without suffering a drop in quality.

Still, AMC's streaming services boasts more than ten million
subscribers, suggesting their content — that includes current critical
hit Dark Winds, Walking Dead franchise extensions and the shows of
the Anne Rice Immortal Universe — could be effectively monetized if
costs are kept under control.



Our Industry Has a Massive Scalability Problem

100M Americans don’t have a dedicated doctor
75M Americans reside in healthcare deserts
60% of Americans now have a chronic disease

150K+ healthcare professionals left the workforce in 2021-2022
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